O

1 985 | e
5 A NNUATL RETP O
R T

40115820

MAREN 00863

PRwoC #06/59




Halliburton Company

Profile

Halliburton Company 1s one of the world s larger
and more diversified ol field services and engineenng/
construction organizaflons

The o1l field services group is a major provider of
products and services both onshore and offshore
to the exploration and production segments of the
petroleum industry

Industnal engineenng/construction services are
performed for the petroleum industry public utilities
and general industry Services include the design
construction and maintenance of industnal facilities

Marine engineering/construction services are
performed predominantly for the petroleum industry
These services include the design fabncation and
installation of offshore structures and pipeiines

Approximately three fourths of revenues and about 90
percent of operating income are denved from services
to 1ncluding construction for the petroleum mdustry

Generally 30 percent of revenues and 40 percent
of operating income come from intemational sales
and services

The Company also 1s engaged in the property
casualty and hfe insurance businesses
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Comparative Highhights

1985 1984 (Decrease)
(Dollars in thousands except per share data)

Income per sharte before nonrecurnng marine charge and

extraordinary item $ 206 S 287  (28)%
Income per share before extraordinary item 27 287 {91)%
Net mcome (loss) per share (312) 287 —
Cash dividends paid per share 180 180 _—
Net revenues 4 778 695 5445719 {12)%
Operating income hefore nonrecurnng marine charge 346 903 497 890 {30)%
Operating income 88 073 497 890 {82)%
Nonoperating mcome net 25 660 32671 (21)%
Income hefore nonrecurnng marine charge and extraordinary item 223 744 329 595 (32)%
Income before extraordinary em 28 736 329 595 (81)%
Net income (loss) (339 276) 329 595 —_—
Cash dividends paid 195 561 206 481 (5)%
Shareholders equity 2 857 854 3384191 (16)%
Acquisiions of property plant and equipment 239 062 262 448 {9)%
Depreciation and net book value of fixed assets retired 384 027 396 214 (3)%
Shareholders of record 25 274 25938 (3)%
Common shatres outstanding at year end 108 650 000 108 496 000 —
Quarterly common stock price ranges

(New York Stock Exchange) Furst Second Third Fourth

High Low High Low High Low High Low

1985 $32va $26% $32% $28% $30%: $24%2 $28% $24%
1984 44 2% 44 33 36%a 28% 33 27Va
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President’s Letter

To Qur Shareholders

For the fourth consecufive year Haliburton Company
had to contend with severely depressed conditions in
virtually all of 1its markets These conditions are primarnly
the result of worldwide production of ol and gas In excess
of existing demand and the absence of major industnal
expansion 1n the United States— notwithstanding an
economic recovery In its fourth year Lower energy costs
have helped many industnies but they have badly
damaged some segments most notably the o1l field
services and energy related engineering/construction
industnes

Yet Iam pleased to be able to report that Halliburton 1s
a stronger more competitive company today than it was
at the end of 1984 Of course the results in 1985 do not
reflect this Qur consohdated revenues were $4 8 hillion
down from $5 4 hilhon 1n 1984 operating income was
down 30% to 8346 9 million and after wnting down our
investment in marine equipment and providing for the
settlement of and actual final payment for the litigation
relating to the South Texas Nuclear Project (STNP) we
sustained a net loss of 83 12 per share

But we accomplished several objectives Probably the
year s most notable achievemnent was the settlement of
the South Texas lawswt This hitigation which began in
1981 was enormously expenstve and consumed the time
and energy of many officers and employees for four years
Getting 1t behind us removes a major financial uncertainty
and frees management to concentrate on the job at hand

The restructuning program which began almost two
years ago continued n 1985 We disposed of several
smaller units whose businesses were unrelated to our
mainstream operations We also acquired several
companies whose services and products complement
those of other Halllburton units The recrganization and
reduction n size of Brown & Root s operations continued
with some progress becoming apparent as we move nto
1986 Sull the markets served are eroding at a pace that
makes 1t difficult to adjust as rapidly as necessary

After several years of effort Halliburton Company
succeeded 1n gaining a foothold in China Halhiburton
Services was selected by the government of the People s
Repubiic of China to perform onshore ol field service
work beginning in 1986 The selection means that
Halliburton Services will become the first foreign oil field
service company to work on the Chinese mainland
IMCO Services will supply dnling fluids for this operation

After several years 1n the development stage Welexs
new Precision Logging System was introduced to the
market 1n early 1985 Testing and perfecting the system
continued throughout the year and Welex will market this
system aggressively i 1986 with the goal of further
penetration mnto a market with considerable growth
potential In this effort to stnve for technical excellence
Welex 15 typical of all Halliburton operating units

Despite industry conditions Halliburton Company
maintained 1ts level of research and development
expenditures in 1985 Behind this commutment to qualty
1s the realization that market share based on value can be
retained but market share based on price alone 1s usually
lost to the first competitor with a lower bid

Halliburton units also are investing heavily in the
Company s human resources Thus 1985 was a year In
which our operating units redoubled their efforts to
upgrade the skills and talents of their people Our
objective 15 to make Halliburton men and wormen the
best trained workforce 1n the industry Before proceeding
I should like to express your management s appreciation
to our workforce—some 65 000 strong—who tirelessly
devoted themselves to thetr jobs and to the Company and
1ts customers throughout an extremely difficult year

Thomas H Cruikshank president and chief
executive officer of Halliburton Company
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Management changes Several of our directors left the
board in 1985 and we lost one of our officers as well
Retiring from the board of directors were Thomas J
Feehan chairman of the board of Brown & Root Lecnard
Leon former president of Weley and Willilam E Simon
former Secretary of the Treasury and a Halliburton board
member since 1979 Mr Feehan had 38 years with the
Company and became a director in 1977 Mr Leon was
a Halliburton Company employee for 37 years and a board
member for 15 years

One of our officers Denms R Hendnx who also was a
director and a member of the executive committee
left the Company late in the year to become president
and chief operating officer of Texas Eastern Corporation

Financial posiion Your Company s financial position
remains strong even after cash payments of 5578 2
mulion made late mn the year to fund the STNP settlement
Our cash and marketable secunties net of commercial
paper borrowings outstanding totaled $522 7 mullion at
year end In 1986 we anticipate tax refunds of 5234 0
mithion from the STNP settlement ncluding $195 7 milhon
received 1n early 1986

Notwithstanding the reduced levels of activity 1n our
major hines of business we are continuing to generate
cash well 1n excess of operating requirements

Our imtal capital budget for 1986 has been established
at 8215 6 milhon This 1s 24% below the final budget set
for 1985

Summary When the present downturn in the energy
husiness began to surface several years ago most
observers believed that it was a natural teaction to the
hectic hyperactive period which had preceded it But it
has turned out to be a deeper longer lasting recession for
the industry than most imagined The OPEC cartel lost its
control over production and prnices conservation cut far
deeper 1nto demand than was forecast and new sources
of petroleum coming on stream have cxacerbated supply/
demand problems

It 1s taking much longer than we would have preferred
for the energy business to adjust to these conditions
Flerce competition and price cutting are rampant
1 almost every marhet we serve—whether it be in oll
field services or industnal and manne engineenng/
construction

I would like to tell you that these problems will all end
quickly and that we will soon resume a more profitahle

path of progress But the near term mcture 15 quite
uncertain No one knows just when energy prices will
stabilize And the future of national ta¥ policy too is
unclear at this point There does seem however to be a
growing understanding that this i1s no tume to add to the
burdens of the ol industry But so long as such
uncertainties rematn unresolved they are extremely
detnmental to the exploration and development activities
on which your Company depe.nds to such a great extent
Halliburton Company 1s in excellent shape to weather
this period of uncertamty and to position itself for the day
when the course of events will permit us to resume a more
normal pattern of growth We look forward to that time
knowing that in the intenm we shall continue to make the
most of our markets as they exist and to look for new
opportunities that will contnbute to our long term growth

Respectfully submitted

o H il

Thomas H Cruikshank
President and
Chief Executive Officer
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" Operational Review

01l Field Services and Products

Q1! Field Services and Products
($ 1n milions)

Operating Operating

Revenues Income Ratio

1985 $2 9251 $ 3353 116%
1984 31763 478 6 151

Weak o1l and gas prices
slackening domestic. drilling
activity and intense
competition combined to
make 1985 a chfficult year for
the ol field services and
products group

wWorldwide revenues were
off only 8% as international
revenues held steady
Operating income dropped
30¢, The decrease stemmed
almost entirely from lower domestic earnings as domestic
results trailed those of 1984 throughout the year
Operating income from mternational activities increased
and exceeded domestic income for the fuirst time

Because of faling petroleum pnices weak demand
for natural gas and the threat of punitive tax legisiition
the domestic exploration industry sharply curtailed its
actwities in 1985 The average number of dnlling nqgs
working n the U S fell 19% frcm 2 431tc 1980

The ng count outside the U S rose shightly due mostly
to mncreased activity in Canada but this was partially
offset by decreases in Latin Amernca where economic
conditions hampered activities

The o1l field services group vorked hard to counteract
the downward pressures The domestic workforce was
reduced and further attention \v/as given to other cost
reduction programs that began several years ago
B G Taylor executive vice president of oil field scrvices
noted that No change was nrade 1n one of the
group s pnimary goals which 1s to contnually mamtamn
and 1mprove the quality of services and products

To help accomplish this go.  he o1l field services group
continued to stress traling at every level Instruction
ranged from indiwvidual on the ob direction to formal
classroom sessions

Many employees from the v arious units as well us
personnel from customer organizations attended classes
at the Halliburton Energy Irstitute at Duncan Qklahoma
This school offering state ot the art studies in cementing
technmiques modern well completion methods and
other subjects 1s considered the university of the
petroleum industty

Commitments to improved product quality were
met by an increase n expenaitures for research and TOP Ol field workers from the People s Republic of China are taught
deveIOpment desplte the added pressures on operating fracturing procedures by Halliburton Services personnel
income Almost all ol field units noted solid technologicdl BOTTOM In 1986 Halliburton will become the first U S company to perform

gans dunng the year to further ~nhance their ap oyt field service job on mamland China Here one of the trucks wiich will
competitive positions be used in this work goes aboard a freighter at Houston
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Halliburton Services

Halliburton Services had a reasonably good year
considering the depressed domestic matket and
worldwide competitive pressures Market share held
relatively stable both in the US and overseas

Domestic operations Revenues and operating income
resumed a downward course i 1885 after temporarnly
turning upward in 1984 All of the well known factors —
falling o1l and gas prices a dechning ng count and thin
profit margins — took their toll

Employment dropped and some equipment wds
stacked to adjust to the lower demand However
productivity and equipment utiization held up
remarkably well

Although lower the number of domestic service jobs
held fairly stead; throughout the year The major problem
was that operating margins were hard hit by price
discounting which grew progressively worse

International operations One of 1985 s significant
developments cdme n the thid quarter when Halhiburton
Services announced 1t had been selected as the fust
oll field service company to conduct operations onshore
n the People s Republic of China (PRC)

The anncuncement climaxes several years of effort
to establish a foothold in the PRC and opens what 1s
believed to be a significant new matket for Halliburton
Much of the preparation for this work which 1s scheduled
to begin in mid 1986 tock place at Halhburton Services
headquarter., at Duncan Oklahoma This included
traming of Chirese engineers and technicians large
volume sales of truck mounted service equpment and
the signing of a 10 year agreement covering
manufacturing of equipment on the Chinese mainland
At year end Halliburton Ltd was prepanng to cement an
18 000 foot exploratory well in Chima s northwestern
Szechwan province

Another highlight of the vear was the mtroduction
of the Skand: Fjord the world s largest and most
sophisticated stimulation vessel for service 1n the North
Sea Outfitting this new flagship of the Hathburton fleet
with 1ts specialized high pressure stimulation equipment
represented the single {argest engineering project ever
undertaken at Duncan

Research Much of Halliburton Services research effort
in 1985 was devoted to collecting and manipulating the
increasing amounts of mformation now being generated
dunng downhole treatments This data yathenng

At the Halliburton Energy Institute client and employee tratming groups
learn the latest in ol field production methods The class in these photos 5
studying modern well completion techniques
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program included more
detailed analysis of the zones
being stimulated tested or
treated 1n other ways more
and better vectors for
transmitting the information
to the surface and once at
the surface the ability to
Interpret and analyze a
treatment 1n a more
comprehensive manner

This new leve)] of
data availability resulted tn the introduction of two
products during the year These were the Harvest system
a software package that extends the utiity of a formation
test and the PDR system a portable recording and
interpretation system that records digntal data on small
cementing jobs where 1t would be too expensive to use
Halliburton s CompuVan

A major technical advancement 1s the HT 2000 pump
the latest 1n a long hne of pumps designed and built by
Halliburton The prototype HT 2000 exceeded onginal
design cntena 1n field tests dunng the year

For more than 50 years Halliburton has led in
researching the displacement mechanics of cementing
jobs This work continued 1n 1985 as the company
together with many of the world s leading o1l producers
carried on cooperative studies to imnvestigate such factors
as flow regimes in permeable and nonpermeable
formations From these studies will come greater
customer satisfaction and improved market penetration

Research continued on projects mvolving work in such
hostile environments as deep holes geothermal wells
now being used or studied as an alternative source of
energy In many countries and extended reach dniling

Pilot studies were underway in the search for improved
technology to produce the vast deposits of ol sands in
Canada s Alberta province These expenments 1nvolve
massive formation fracturing and other enhanced recovery
methods 1n joint projects with several major o1l operators

Otis Engineenng

Ous Engineerning s revenues were moderately lower
1n 1985 but operating income was shghtly higher
The dechne 1n revenues can be traced largely to domestic
operations international revenues were roughly at 1984
levels The manufacturing backlog at year end was higher

than at the beqinning of the year A lab techmician at Halhburton Services research center at Duncan
Otis management sought to increase 1ts market Oklahoma uses state of the art electronic equipment to study samples
penetration by producing new and superior products for of oil field cements for quality and consistency
PR 000 O%6 /196



less money Ots also worked to expand its markets
through more aggressive pricing

To protect 1ts market position Otis consistently has
strived to be a low cost producer Design and
manufactunng efficiency has improved steaddy through
greater use of computer technology Inventornes have
been reduced significantly and manufacturning scrap
costs lowered

While keeping costs and prices down Otis has
maintained 1ts technical leadership Development
of products and services to meet specific customer
requirements has been enhanced through increased
contact between Otis research and engineenng personnel
with their counterparts on customer staffs

This cooperation has paid off in such products as the
Senes 10™ subsurface safety valve and the Interlock”
packer Each of these products because of recognized
excellence under operating conditions has enjoyed
notable acceptance by the marketplace

Otis continues to seek new markets An example is
development of the Electro Hydraulic Actuator which has
created an exclusive niche for the company in deepwater
subsea completions of o1l and gas wells

In late 1985 the company 1nstalled a deep well
simulation facihity at 1ts Carrollton Texas plant to eplicate
temperatures and pressures found m difficult drilhing
conditions The resulting studies will enable Otis to
maintain its leadership in the development of elastomers
and metals technology

Through joint efforts with other Halliburton Company
operating umts Ots has positioned itself for a larger share
of the well testing and reservoir analysis market
A new company TRA (Testing and Reservoir Analys:s)
has been formed to combine the well testing and reservoir
capabilities of Halhiburton Services with Otis broad array
of related services This group has had a substantial
impact on the domestic Gulf Coast area where its
marketing effort currently is focused

IMCO Services

Although lower operating results for IMCO Services
1n 1985 were not as bad as would be indicated by the
competitive pressures and generally adverse market
conditions dunng the year

IMCO was able to maintam its position as a leading
suppler of driling workover and completion fluids
The company bases its strength on a technical program
which aver the years has emphasized superior
performance through specialized services product
differentiation and skilled versatile people

TOP At Ouis Engineening s heat treating shop
m Carrollton Texss a worker prepares a tray of
downhole tools for heat treating to a clients
specific requirements

BELOW Using a scanning electron microscope to
detect hidden flaws an Otis metallurgist seeks
¢lues that will enable the company to produce
stronger metals and higher quality products
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One of IMCO s
technological strengths i1s 1n
developing environmentaily
safe dnilling fluids Stricter
government regulations and
public concerns regarding
environmental qualty have
hrought intense pressures
upon oll and gas Operators
and theu dnlling fluids
suppliers IMCO has
responded by continuing to
provide assistance 1o 1ts customers through
documentation of the environmental compatibihity of its
products which can be used to prove compliance with
envionmental requirements

The company s environmental laboratory with its
highly specialized equipment 15 4 major element 1n a
research program focused on the production of better
safer products IMCO 1s able to develop and test new
drlling fluids 1n 1ts own laboratory giving it distingt
advantages over many of its competitors

The company s objectives however extend beyond
product excellence Histoncally IMCO has been a leader
In {raming 1ts people to better serve the industry In 1985
accelerated emphasis was placed on a recruitment and
development program for gradu ite engineers and
sclentists with chemistry and physics degrees

For expernenced personnel the company utiizes
penodic refresher mud technology schools focusing
on new developments and changing customer needs
All of IMCO s fluids technologists are trained
to competently apply the complex chemical and
physical theories of mud technology

Although 1985 was prnimanly a year of consolidation
IMCO established an offshore facility at Port Mansfield
Texas qiving it 14 such centers on the Texas and
Louisiana Gulf Coasts Overseas the company improved
1ts barite capabilities by opening a gnnding mull
in Oman to serve the Arabian Guif and East Afnica

Welex

Welex revenues were lower in 1985 and this unit
continued to operate at a loss Results reflected both
depressed industry conditions and the costs of mtroducing
the new Precision Logging System (PLS) into field use

Welex mncreased the number of service jobs 1t performed
over the previous year But heavy discounting put
downward pressute on operating ratios Margins were
especlally poor 1n shallow open hole logging and the less

TOP A scientist in the Otus polymencs laboratory
uses an atomuic absorption spectrophatomster to
determine the metallic components of a tool part

BOTTOM OQver the yaars IMCO has made
extensive use of training programs to better
prepare its people to serve the drihing fluids
yndustry Here several of the company s
fluids technologists examine mud samples at
a wellsite near Liberty Texas
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sophisticated ¢ wed hole services where competition was
particularly intense To counteract this Welex 1s
heginning to compete more vigorously in the deeper
more technically demanding segments of the market
where margins 13re significantly mgher

Welex introduced 1ts PLS system with 1ts state of the
art open hole logging capabilities 1n early 1985 By year
end Welex had logged more than 700 weils with PLS and
had placed 31 units in service The company expects to
approximately double the number of units in field use by
the end of 1986 Industry acceptance of the new digital
Interactive logyging system has been exceptional and
Welex hopes to make further inroads into 4 market with
major growth potential

Welex also upqgraded 1ts cased hole logging fleet last
year nearly doubling the number of ComTech
(computenzed completion technology) units ComTech is
a digital cased hole logging system that provides
operators with a complete range of logging and
perforating services for prepanng their wells for oil and
gas production Many of the same services were
previousl, offered individually ComTech ties them
toge ther 1n a unified package

Halhburton Resource Management (HRM)

HRM revenues were higher in 1985 but operating
income wds lower due to the write off of an investment
made 1n prior years The company coutinued to mcrease
rentals of yas compression equipment and 1s now a major
factor n this business The market for such equipment
1s growing because of uncertamties over gas prices
Many producers are now electing to rent cCompression
equipment rather than buy it HRM acquired some 250
additional compressors in 1985 when 1t purchased most
of the assets of Travis Compression Services

In 1986 the company plans to expand 1ts operations
into Canada and will open offices 1n several wastern
Canadtan o1l centers

Vann Systems

Vann Systems 1s Halliburton Company s newest
operating umt The company was purchased in the third
quarter of 1985 from GEO International Corporation
where 1t v1s known as GEQ Vann Vann Systems brings
lmportant new technical capabilities to the ol field
services and products group most notably 1ts expertise 1n
tubing conveyed well completions Tubing conveyed
systems enable operators to perform both perforating
and production testing on an oll or gas well with a single
run downhole of one tool stning saving time and money

\

At Welex in Houston a tool assembly technician works on components of
the company s new Pracision Logging System The system which was
introduced mto service in early 1985 had been used to log more than 700

wells by year end
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Engmeenng/Construction Services

Brown & Root continued
to feel the impact of
shrinking worldwide
industnal and marnne
engmeerng/construction
markets dunng 1985

Total revenues from
engineernng/construction
services were down 18%
Operating mcome dechned
40% not including a $258
million charge agamst
manne operations made 1n June (See Note 5 to the
financial statements on page 23 )

What Brown & Root must continue todo T Lous
Austin Jr president and chicf executive officer
told Brownbuilders 1s make the size of our operations fit
existing markets To accomplish this the company
further tnmmed overhead costs and consolidated many
departments and functions

Ranking almost equally with the emphasis on overhead
reduction has been a strong emphasis on marketing and
qualty control

Individual departmental marketing efforts have been
restructured 1nto a more cohesive corporate business
development effort A high prionty has been placed on
aligmng Brown & Root s land and marine capabilities with
new swiftly changing business opportunities and selling
those skills to chents

Perhaps the most dramatic move toward restructunng
came during the latter half of 1985 when all U S based
enqineenng operations  hoth land and manine  were
combined under central management

This action 1s resulting in more efficient use of
manpower and 1 lower overhead expenses Thus the
conschdatian 1s not only reducing the cost of services
to chents but it 1s raising the level of quality as well
A further boo.t to quality improvement came from
Brown & Root s extensive training program for field
employees

Industnal Engineering/Construction Services

For the most part ndustnial enginecring/construction s
trachtional markets wetre either flat or severely depressed
In 1985 Dechning demand for large scale projects
shrank revenues by 1/% however operating Income rose
reflecting a reduction in hifigation expenses relating
to the South Texas Nuclear Project and the absence
of miscellaneous charges made 1n the fourth quarter
of 1984

10

Industrial Engineering/Construction Services

($ 1n mullions)

Operating Operating

Revenues Income Ratio

1985 $13113 8267 2 0%
1984 15743 83 05

TOP Brownbuildars raige a 760 ton high pressure catalyst reactor into
position at Atlantic Hichfield Company s Carson Cabifornia refinery
The reactor 15 a major component of a hydrodesulfunization unit that
Brown & Root 18 installing at the refinery only a few miles from
downtown Los Angeles

BOTTOM Brown & Root was working on a coal fired electric gonerating
unit for Tucson Flectric & Power 1n 1985 Workers are shown constructing
tho coal convaeyor system at the plant which 18 located at Spnngerville in
eastern Arizona
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Mantenance Benefiting from the sluggish industnal
economy the mamntenance division expenenced strong
demand for 1ts services As plant operators seek to cut
costs they have turned increasingly to outside
contractors such as Brown & Root to provide services
ranging from occastonal assistance to total mamtenance
The division helieves this trend should continue

Traditional work areas along the Gulf Coast
will be augmented to include markets on the West
Coast 1n southeastern and northeastern states and
In Alaska

Petroleumn and Chemical The demand for services
of the petroleum and chemical division dechined as
economic conditions challenged the viability of many
projects This has resulted in intensified competition
for the remaining jobs

A growing trend among ¢l and gas producers toward
modular construction of production and processing
facilities 1s creating new business opportunities
Entire plants are built in sections or modules
shipped to the site assembled and placed into operation
This techmque 1s being used when equipment must
be sent to Arct c regions or other remote locations
where on site construction 1s not feasible

Brown & Root 1s constructing modules which will
house all of the o1l and gas production and gas processing
faciities for Standard Qil Production Company s Endicott
field When the production of oil begins in late 1987
Standard Ou will have nvested more than $1 billion 1n the
field which 1s .0 the Beaufort Sea about 20 miles
northeast of the Prudhoe Bay ol field on Alaskas North
Slope The first shipment of these modules from Brown &
Root s construction site at New Iberia Louisiana is
scheduled for mid 1986

Power In 1985 the power division increasingly
concentrated on new technologies such as refuse burning
power plants geothermal units cogeneration projects and
other alternate energy sources

Contracts for two refuse burning power plants n
Georgia and 1n Utah were signed during the year with
Katy Industries Inc

Although many electnc utihty companties ate reducing
construction and capital expenditure programs
opportumties st exist for the power division Some 200
U S electric generating plants will exhaust their designed
service lives during the next five years These units are
expected to be candidates for major retrofit work or
replacement with new plants
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TOP A major project begun 1n 1985 was one for Standard Oy Production
Company at New lhena Lowsiana Brown & Root 1s constructing modules
which wiil house all of the ol and gas production and gas processing
equipment for Standard Qil s Endicott field project off the North Slope

of Alaska

BOTTOM Brownbuilders review bluepnnts of the Endicott modules When
completed these facilities — which are as tall as five or six story office
buildings — will be placed on barges and towed to Alaska where they will
be placed into use
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Manufactunng and
Process Industnes/Heavy
Cwvi and Mining
Concruction Fierce
competition continues 1n all
markets served by this
division and few new major
projecte are anticipated
Projects and profit
marqins are expected
to be small
Added emphasis has been
placed on highway construction and paving which 1s
expected to show cantinued growth a= much of the
nation s highway system 1s improved or replaced

Iwo significant contracts were received in 1985
from the [exas Department of Highways and Public
Transportation

One of the division s mainstay markets the pulp and
paper industry continues strong with 1986 capital
spending projected to grow by 7 5% over 1985
Engineening and construction continued at the Georgia
Pacific plant at Port Huduon Louisidana on the installation
of a paper making machine for fine quahty papers A major
contract foi both engineenng and construction was
recewved 1n late 1985 for a $200 mulion conversion project
at Champion Intemnational s kraft mull near Pensacola
Flonnda Champion will convert its mill from production
of lower quality brown papers to hugh quality writing and
prnnting papers Completion 1s projected for the first
quarter of 198/ 1he peak workforce on this project 1s
expected to be about 1 600 people

NUS Corporation Revenues for NUS were about even
with 1984 but operating income dechned primarnly
because of narrowing mnargins on services provided to the
nuclear utihty ndustry

The company contiiued its work 4. prime contractor
for the Fnvironmentdl Protection Agency nve.tigating
hazardous waste cites In state.s edst of the Misrissippt and
Ohio Rivers This work is being carned out under the
Superfund created several years ago by Congress

Tramning related consuliing services continued to gam
In Importance reflecting the increasing emphasis being
given by many industries to improved health and safety
procedures 1 the workplace These markets which
began with raiing for per.onnel n the unlity mndustry P seer eoun o oo ovredt come e et neennaly
gi‘ée now be?n broa}cliened to include the chemical pulp occasional asmsetance to full ime mamtenance On one project at a chemical

paper refinery hazardous waste and manufactuning plant on the Texas Gulf Coast two Brown & Root workers replace a union
industnes on & water line
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Marnne Engineening/Construction Services

Reduced activity 1n Furope Afrnica and the Far East
caused Brown & Root marnne revenues to dechne 22%
from 1984 levels However Eastern Hemisphere
operations except n the Far East were profitable as were
operations in Mexico domestic pipeline construction
and underwater services

Losses were 1ncurred in remaining domestic operations
particularly in the areas of offshore structures and
engmeenng

Nonrecurning wnte offs primanly relating to marine
construction vessels were taken 1n a move to more
accurately reflect asset values

Projects in 1985 Major domestic projects dunng the
year included engineernng services to Exxon US A
for the facilities portion of the Santa Ynez field
development offshore Califormia and installation of
platform Irene 1or Unocal «lso off the Califorma
coast

Several large engineering/construction projects
continued or began 1n the Eastern Hemisphere ncluding
the Southern gas field and Morecambe Bay developments
1n the North Sea

Structural changes The marnne group underwent major
structural changes n 1985 Most of these were dictated by
the changing character of the industry 1tself

Only a decade ago the worldwide offshore industry
consisted of a few large multinational contractors
But within recent years many non U S contractors
operating on a subsidized basls have entered the market
changing both the competitive and cost characterstics
of the industry

Further nationalism in many operatng areas has
tended to favor locally owned and based operations
These factors coupled with a general restructunng of the
petroleum ndustry have changed — perhaps
permanently — the nature of the manne engineering/
construction business and necessitated many wrenching
adjustments

The manne division enters 1986 with sharply reduced
fixed costs and overhead expenses Assets and personnel
will continue 1o be deployed to meet changing conditions
and markets Over the next few years the division
expects to emerge as a more technically onented
less asset mntensive contractor Equipment wite offs
overhead reductions and small scale but strategically
placed capital investments have set the stage for
Improving competitive performance

Manne Engineenng/Construction Services
{$ 1n mullions)

Operating Operating

Revenues Income (Loss) Ratio

1985 $542 3 $(15 1)* (28)%
1984 695 1 110 16

*Excludes nonrecurring charge of $257 8 milhon

TOP At year end Brown & Root was working on the latest of several
projects for Amoco Corporation at 1ts Texas City Texas refinery

BOTTOM Ths awrport paving job in southwest Houston 18 typical of many
such projects completed by Brown & Root in 1985 Highway construction
and paving are expected to be one of the company g stronger near term
markets as much of the nation s road system is improved or replaced
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Insurance Services

Insurance Services
($ 1n millions)

Net

Revenues Income

1985 8294 7 $36 2
1984 2102 416

Higher 1e enues were
denved fror  msurince
services 1 1485 But
combined  tcome at
S36 2 mithic~ was down 13 o
dS Increase underwriting
losses more hdn offset the
moderate cain m investment
noome

Highlands Insurance
Highlanas fared
substantially better than many of its coir Letitors
In general properr; and casualty msurer - iffered therr
worst yedr ¢ver due (o the buildup of unaetpriced business
0 recent yedrs
Highiands pren mms wntten in 1985 increased 49°
over 1984 as pri ¢ for mourance were ra cd to levels
more n ine witn «ctual costs This trena snould continue
nto 1986 ultim itel # affordine higher leve ot profitabibty
as these prenuumrs are earned over the L. of the policies
Coverages wre mitten mainly wr comme « 3l customers
The company pro wde, worhers compen  ion
general liability s.to property marmne 1 3 surety
bond couverage Broheragu scIvices aIe ~) provided
as are claim adjuctment cervices safety . snections
and counseling fo seli msured custome ~

Life Insurance Company of the Southwest

Life Insurance Company of the Southy st pursued
several new obhject ves durnng the vear L ~ € emplhdsis
was placed on the development and mar: ~tng of mterest
sensitive products such as single payme 1 plans
annuitie and unr e rsal hfe insurance Beciuse these
products have very narrow margins of pre it but cre ale
considerably more tunds for investment L & of the
Southwest 15 employing several new investment strategies
to mcrease income Onc of these 1s lend! 3 on smaller
commercial real estate projects an ofter =glected
segment of the market

Another growing market for the comp 1 \ 15 group
mnsurance — especlally in the health care neld Varnous
cost containment features being mcorpor ted into the
group medical plans help to make rites 1 e stahle and
predictable ind consequently more pront ible
Life of the Southwest 15 very active n thi~ approch
to health care and 1, working closely with Health
Economics Corporation a new subsiciany of Halliburton

This heavy industnal project 15 typical of those on which Highlands

Company to provide comperitive health « ire ( overage Insurunce provides specialized coveragus such as worker compensaton
for groups of any size and general hiability insurance
B Rococ 40 204

14



Fimancial Review

Selected Fiancial Data

1985 1984 1983 1982 1981

Income per share before nonrecurrning manne charge and
extraordinary items

Income per share before extraordinary items

Net mcome (loss) per share

Cash dividends paid per share

Net revenues

Income before nonrecurrning marme charge and
gxtraordinary iems

Income before extraordinary items

Net income (loss)

Total assets
Long term debt less current maturities

(In mulions except per share ddta)

$§ 206 S 287 S 266 § 434 S 572

27 287 266 434 572

(3 12) 287 233 421 572
180 180 165 160 130
47787 54457 556222 72573 85081
2237 3296 3148 5116 674 3
287 3206 3148 5116 674 3
(339 3) 3296 2758 496 8 674 3
46620 53523 58338 55815 55796
4477 480 2 730 2 7453 7416

Management's Discussion and Analysis of

Results of Operations and Financial Condition

1985 Compared to 1984

RESULTS OF OPERATIONS

Two nonrecurmnng charges severely impacted financial
results for 1985 The nonrecurring charges (after tax bene
fits) were 81950 milhon or 3179 per share for a write
down of marine construction equipment nd related mn
vestments (see Note 5 to the financial statements on page
23) and $368 0 mulhon or 53 39 per share for the settle
ment of the South Texas Nuclear Project (STNP) htigation
(see Note 6 to the financial statements on page 23) These
two charges totahng $563 0 million caused the Company
to have a net loss for the year of $339 3 mulion or £3 12 per
share

Without these charges net income for 1985 would have
totaled $223 7 milion $2 06 per share as compared with
$329 6 milion or $2 87 per share for 1984 Excluding the

Revenues o)

$257 8 milhon (hefore tax benefits) charge agamnst marnne
operations operating income was down 30% to 346 9 mil
hon Cansolidated revenues were 84 8 billion a decline of
12% These lower results reflected the decline 1n energy
related operations in the United States and accompanying
prncig pressures

Interest income was $8 9 million higher than interest
expense an improvement of $13 3 mihon from last year
when mterest expense exceeded nterest income Other
nonoperating mcome was $20 3 mihon lower primarily be
cause a gain of $20 8 milhon was realized 1n 1984 from the
carly extinguiohment of long term debt

Revenues from ol field services and products declined
8% to 82 9 hillion Operating income of $335 3 milhon from
these activities was 30% lower In 1985 the average
number of active drilling ngs in the United States was
down 19% and there was intense competition for the re

Operating Income m:
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duced work Because of this results from domestic opera
tions tralled « omparable 1984 periods throughout the year
International reoults for 1985 shightly oxceeded those of
1984 and for the first ime operating income from mnterna
uonal o field activities wa. higher than comparable in
come from dorrestic operations Foreign exchange losses
were 819 9 million 11 1985 versus a small gam 1n the
previous year

Industnal engineenng/construction revenues dechned
17°% to 813 bilhon Opecraung mcome was $26 7 mullion
compared to S8 3 mullion in 1984 Contributing to the 1m
provement was 4 reduction 1 STNP hitiganon expenses
and the absence of mscellaneous chdrges made in the
1984 fourth quadrter

Revenues from marnne engineering/construction ser
vices declined 22% to $542 3 million Excluding the non
recurning marine charge reported above there was an op
orating loss of $151 million for the year versus operating
income of $11 0 milhion 1n 1984

Combined net income from nsurance services dechned
13% to $36 2 million as increased underwnting losses more
than offset the moderate gain 1n investment income

FINANCIAL CONDITION

Working captital decreased $316 3 mullion to $1 3 bithion
and the current ratio was 2 1to 1 Year end cash and mar
ketable secuntiee totaled 8622 7 milhon o decrease of
$423 9 milhon durmg 1985 The decrease 1n cash and mar
ketable securnties resulted from payments in late December
of 8578 2 rmllion to fund the STNP litigation settlements
Recelvables were $214 9 milhon lower while mventories
declhined $23 0 mitlion Total current assets were down
$427 8 mulion

Capital expenditures for property plant and equipment
totaled $239 1 mulion mcluding outlays of $198 7 mulhion for
the ol field services group Deprecidation plus net book
value of retired assets totaled $384 O rmlhon down 3% from
$396 2 mullion for the prior year Funds required to complete
capital as.Cts 1n progress at year end plus the mitial 1986
approved capital budger totaled $284 1 million

Long term debt was $477 4 millien (including current

Net incame (m ii ans)

5720

1985

matunities of $29 8 mullion) at year end representing 14% of
the Company s total capitalization versus 15 » at the end of
1984 Short term debt was $139 2 mithon as compared to
$50 9 million at the end of 1984

Shareholders equity decreased 8526 3 million to $2 9 bil
hon and book value per share decreased from $3119 to
$26 30 Total cash dividends paid during 1985 were 51 80
per share the .ame as 1n 1984 lhe return on average
shareholders equity wds a negative 10 9% as compatred to
a posttve return of 9 3% for the prior year

The Company continues to depend principally on nter
nally generated funds as 1ts major source of hqudity In
1986 the Company expects to recewve tax refunds of $234 0
million relating to the STNP settlement Cash flow from
operations was $573 5 million as compared to $712 3 mil
hon for 1984

1984 Compared to 1983

RESULTS OF OPERATIONS

The financial results for 1984 reflect an improvement mn
oll field service operations particularly in the United
States and deternoration 1n activities of the industnal and
marine enginecring/construction groups

Income was reduced by significant htigation expenses
related to the STNP and by a number of adjustments made
1n the fourth quarter which are discussed in the following
paragraphs

Consolidated revenues and operating income for 1984
were 85 4 bilhon and $497 9 million respectively Both
amounts teflected a 1% dechne from 1983 The dechne I1n
revenues for 1984 was due to lower operating levels for
engineenng/construction services This decline more than
offset volume gains made by the ol field services group
Price discounting and competitive bidding held 1984 prices
to about 1983 levels

Nonoperating income was $38 2 million higher reflect
mg an mncrease of $20 8 milhon 1n interest mcome and a
gain of $20 8 milion from the early extinguishment of long
term debt (versus $5 0 mullion i 1983) Interest expense
was $6 0 muhion higher principally due to interest accruals

Return on Shareholders Equity
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1t Jated to tax contingencies

Net mcome vias 53296 mulion 5% hgher than 1983
mecome of 8314 8 million before an cxtraordinary charge
iclating to certain marine antitrust htiganion Net mncome
per share was S2 87 compared with $2 33 (82 66 before the
v Xtraordinary chirge) wn 1983

Effective income tax rates particularly in the fourth
quarter were higher due to dcerudls for potential tax ha
bilitles applicable to prior years and accruals for taxes on
undistnibuted earnings of foreign subsidianes These provi
slons were partally offeet by the recoupment of deferred
taxes previously accrued under the recently terminated do
restic nternationat sales corporation (DISC) program

Revenues from ol field services and products increased
11% 1n 1984 to S3 2 bilion Qperating nceme from these
activities was up 19% to $478 6 million The gains came
from domestic operations International revenues approxi
mated those or 1983 while profit margins were down
shightly from the prior year However international results
for the fourth quarter e<ceeded those of the same prior
year quarter

Industnal engineenng/construction revenues dechned
14% to $1 6 bithon and operating income was down 80% to
$8 3 mullion Farnings of this group were heavily impacted
by STNP htigation expenses the recogmuon of losses on
noncdncelable leases for unused office faciities and ac
cruals for cerrain employee benefit costs applicable to prior
years A significant portion of these charges were recog
nized 1n the fou th quarter resulting in an operating loss for
the period

Revenues from marine engineering: construction ser
vices decreased 16% to $695 1 milhon Operating mcome
was $11 0 millon sigmhcantly below the pnior year The
North Sea and Middle kaot areas remained profitable dur
1ng 1984 although profit margins were lower than for 1983
Most of the loze recorded by the marine group in the hinal
quarter of 1984 re-ulted from a write off of obsolete manne
equipment

Combined net income from msurance ervices declined
5% to $41 6 milion as increased underwrnting losses more
than offset the gain 1n investment imncome

Cash Flow From Operations !
Netinorcano Oty (S
$1000—— — T T T
900 ————————
800
700 — - -
600
500
400
300
200

100

1}
1976 1977 193 979 1940 1941 1982 1983 1934 1885

54 500

Capital Expenditures

5700 — - ——
eip——— - —
5b{
490 ———
120 - .
350 S _
280
210
140

n
0

1976 1977 19/8 979 1980 1981 1982 1963 19B4 1985

Cash Dindends Paid (m o1t

S 250
225 —
200
175
150
125—-———
100

75

50 —

25

1]
1976 1977 1978 1979 1980 1981 1982 1983 1984 1985

Capltal Employed (m1 o s

Lo g mDent WSh nod  Equty

4056 - —— - —
3600 -
3130
2700 - —
2 250
1800 ——
1350
900

450

0
19/6 197/ 18/8 1879 1980 1981 1982 1983 1984 1985

BRO0SOYOA 077

17



Responsibility for Financial Reporting

Halliburton Company has prepared the accompanying
consolidated financial statements in conformuty with gen
erally accepted accounting pnneiples consistently apphed
dunng the penods The Company 1s responsible for the
presentation and fairness of financial information contained
therein In prepanng the financial statements 1t 1s neces
sary to make informed estimates and judgments based on
avallable information

The Company maintains a system of imnternal accounting
controls which includes organizational arrangements that
provide an approprate division of responstbility The sys
tem 1s designed to provide reasonable dssurance that
transactions of the Company are executed in accordance
with management s general or specific authorizations that
the books and records fanly reflect in reasonable detai the
transactions of the Company and that the Companys as
sets are safequarded The system 1s reviewed regularly to
ensure its effectiveness and i1s supported by wntten pol
1cies and procedures an internal audit monitoring pro
gram and the careful selection and training of personnel

18

The consolidated financial statements have been exam
med by Arthur Andersen & Co independent public ac
countants The purpose of their examination is to render an
objective mdependent opinion on the Company s financial
statements

The Audit Committee of the board of directors is com
posed solely of directors who are not officers or employees
of the Company This Committee reviews among other
matters the financial statements of the Company the re
sults of audit examinations the Companys financial pol
1ctes and nternal and external audit plans Meetings are
held with the Company s independent public accountants
representatives of management and the internal auditors to
review the activities of each Both the independent public
accountants and the internal auditors have full and free
access to meet with the Audit Committee without man
agement representatives present to discuss matters relat
ing to the adequacy of internal accounting controls and the
results of therr audit examinations The Commuttee also
reviews nonaudit services of the Company s independent
public accountants to ensure that such services do not
impalr their independence



Fimancial Statements

Consolidated Income

1985

1984

1983

Net Revenues

{In thousands except per share data)

Services $3 465 192 $3 997 748 $4 145 272
Sales 1316 198 1429 945 1365 472
Equity in income {losses) of joint venture cperations (2 695) 18 026 11434
Total net revenues 4 778 695 5445719 5522 178
Operating Costs and Expenses
Services 3419 761 3 652 561 3786 769
Sales 1063 346 1067 660 1027 123
General and administrative 206 515 227 608 207 280
Total operating costs and expenses 4 689 622 4 947 829 5021172
Operating income (Note 5) 89 073 497 890 501 006
Interest expense (105 876) (138 047) {132 050)
Interest income 114 731 133 652 112 836
Other nonoperating income net 16 805 37 066 13684
Prowvision for income taxes (Notes b and 15) (113 834) {240 004) (220 446)
Net income of unconsolidated msurance subsidianes (Note 17) 36 152 41 585 43 887
Mnonty 1nterest in net income of conschidated subsidiaries (8 315) (2 547) (4 079)
Income Before Extraordinary Items 28 736 329 795 314 838
Extraordinary iems net of income taxes (Note 6) (368 012) — (39 023)
Net Income (Loss) $ (339276) S 329595 § 275816
Income Per Share Before Extraordinary Items $ 27 ) 287 $ 266
Net Income (Loss) Per Share (312) 287 233
Average Common Shares Outstanding 108 647 114 855 118 250
Consoldated Retained Earmings
1985 1984 1983
(In thousands)
Balance beginning of year $3 299 542 $3176428  $3 095714
Add Net income (loss) (339 278) 329 595 275 815
2 960 266 3 506 023 3371529
Deduct Cash dividends paid (81 80 $1 80 and 81 65 a share
respectively) 195 561 206 481 195 101
Balance end of year $2 764 705 83209542 83176428
See statement of accounting policies and notes to financial statements
P RIoo0 %0RCT
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Consoldated Balance Sheet December 31

1985

1984

Assets

Current Assets

{In thousands)

Cash $ 516309 S 297625
Marketable securifn 106 423 749 004
Notes and account 1« cuivable (Note 1) 1009 725 1198 733
Unbilled work on une ompleted contracts (Note 1) 63 281 89 130
Refundable Feder 1l v« ome taxes (Notes 6 and 15) 234 004 —_
Inventones (Note ») 473 540 496 543
Total current ass ! 2 403 282 2 831 035
Advances to and Re c c1vables from Joint Ventures 144 366 147 780
Equity 1n and Advane es to Related Companies (Notes 2 and 17)
Insurance subsidi s 278 314 269 932
Other companies 146 103 138 745
Total equity in w1 | wdvances to related companies 424 417 408 677
Property Plant and | quipment at cost (Note 4) 3882 303 4 106 070
Less accumulated | preclation 2310523 2 245 401
Net property pl it md equipment 1571780 1 860 669
Other Assets 118 118 104 141
$4 661 963 S5 352 302
Liabilities and Shareholders Equity
Current Liabihties
Accounts payabi $ 264571 S 295390
Advance billings «  wiwompleted contracts 83 915 157 074
Short term notes | i ible and current matunties of long term debt (Note /) 168 974 181 668
Contnbutions pay ¢ | to employees benent funds (Note 12) 39118 52 724
Federal state ana . 1gn meome taxes {Note 15) 152 873 153 397
Other current hal 435 343 415970
Total current It 1es 1144 794 1256 223
Deferred Income Tin s (Nows 15 and 17) 197 460 213 497
Long term Debt '« urent matuntes {(Note 7) 447 652 480 155
Minonty Interest i « onsolidated Subsidiaries 14 203 18 236
Contingency (Note ¥
Shareholders Equity
Preferred stock 1 value — authornzed b 000 000 shares none 1ssued
Common stock 1 lue 82 30 per share — authorized 200 000 000 shares
1ssued 118 868 wid 118 688 589 shates respectively (Note 10) 297 172 206 721
Paid 1n capital m o\ =5 of pAr value 121 447 112 604
Retained earning 2764 705 3299 542
3183 324 3708 867
Less treasury stoc 10 219 1898 and 10 192 866 shares respectively at cost 325 470 324 676
Total sharehold: quity 2 857 854 3384 191
$4 661 963 55 352 302
Sty « ment of accountng policies and notes to financlal statements
BRI YOR 1O
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Consohdated Changes 1n Financial Position

1985 1984 1983
{In thousands)
Funds Provided by Opesrations
Income before extraordinary items $ 28736 $329095 §314838
Depreciation 342 768 368 605 375 858
Nonrecurring write down of marine vessels (Note 5) 186 543 — —
Deferred income taxes (Notes 15 and 17) (16 037) (13 905) 15292
Equuty 1 earnings of joint ventures and related companies
less distributions (26 653) {11 615) (16 013)
Other non cash 1tems 58 141 39 667 57 682
Total funds provided by operations 573 498 712 347 747 657
Funds Used for Operations
Acquisitions of property plant and equipment 239 062 262 448 242 805
Net property plant and equpment of businesses acquired 43 590 8553 —
Advances to {from) joint ventures and related companies (29 264) {26 049) 89 961
Changes in
Receivables and unbilled work (214 857) (81 089) (237 127)
Inventories (23 003) (34 321) {168 438)
Accounts payable and accrued habilities 93 507 56 000 (18 139)
Other net 39 229 (26 236) 12 912
Total funds used for operations 148 264 169 306 {78 026)
Funds Used for Extraordinary Items (Note 6)
Extraordinary loss 368 012 — 39 023
Changes tn accounts payable and accrued habilities 5228 17 067 (32 421)
Refundable Federal income taxes (Note 15) 234 004 — —
Other net 812 — —
Total funds used for extraordinary items 608 056 17 067 6 602
Funds Used for Cash Dividends to Shareholders 195 561 206 481 195 101
Funds Provided by (Used for) Financing Transactions
Changes n long term debt 1ncluding current maturties
Additions 243 1818 18 629
Reductions (133 785) (129 804) (31 818)
Additions (reductions) 1n short term debt net 88 345 (76 296) 106 776
Issuance (purchase) of common stock net (317) {319 155) 268
Total funds provided by used for) financing transactions (45 514) (623 437) 93 855
Increase (Decrease) in Cash and Marketable Secunties $(423 897)  5(193944) §717835

See statement of accounting policies and notes to financial statements
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Changes 1n Capital Stock and Paid-in Capatal

Balance December 31 1982

Shares 1ssued to employees under restticted stock plan (Note 10)

Other

Balance December 31 1983

Shares 1ssued to employees under restrncted stock plan (Note 10)

Balance December 31 1984

Shares 1ssued to employees under restricted stock plan (Note 10)

Balance December 31 1985

Paid 1n
Capital In
Shares Amount Par Value
{Dollars in thousands)
118 250 527 8295 626 $ 95367
279 747 700 8 683
— — (97)
118 530 274 296 326 103 853
158 315 395 8 761
118 688 589 296 721 112 604
180 112 451 8 843
118 868 701 $297 172 $121 447

See statement of accounting policies and notes to financial statements

Statement of Accounting Pohcies

Principles of Consolidation The consoldated financial
statements nclude the accounts of the Company and all
subsidiaries except insurance subsidiaries All significant
Intercompany accounts and transactions are ehminated
Insurance subsidianes and 20 50°% owned companies are
reported on the equity basis

Marketable Securities Equity secunties are valued ot
cost which approximates market value Non equity securl
ties consisting primarily of US government obhgations
corporate short term notes and tax exempt securities are
valued at cost plus accrued nterest which approximates
market value

Inventory Valuation Inventones are stated at cost which
1s not 1n excess of market Cost represents INvoice or pro

duction cost for new items and onginal cost less allowance
for conditton for used maternal returned to stock Produc

tion cost includes matenal labor and manufactunng over

head Substantially all sales items {including related work
in process and raw materials) except those owned by the
Company s foreign subsidiaries are valued on a last in

first out (LIFO) basis Inventornies of sales items owned by
foreign subsidianies and inventories of operating supphes
and parts are generally valued at average cost

22

Depreciation and Maintenance Fixed assets are de

preciated over the estimated service lives of the respective
classes of assets The straight line method 1s used for ap

proximately 90% of the assets while a dechning balance
method 1s used for approximately 10% Actual or estimated
expenditures for maintenance and repairs are charged cur

rently to costs and expenses expenditures for renewals
and betterments dre generally capitalized Accumulated
depreciation for property retired or otherwise disposed of 1s
removed from the accumulated depreciation account with
any gain or loss included 1n iIncome

Deferred Income Taxes and Tax Credits Deferred in
come taxes are provided on timing differences between
financial and tax reporting Tax credits are included as
reductions of current mncome tax expense

Construction Contracts As construction contracts may
extend over a penod of years the Company reports income
from such contracts on a percentage of completion method
of accounting All known or anticipated losses on con
struction contracts are provided for currently Claims for
additional compensation are recognized during the penod
such claims are resolved

Income (Loss) Per Share Income (loss) per share
amounts are based upon the weighted average number of
common shates outstanding during each year

BRoooo# /2



Notes to Financial Statements

1 Engineenng/Construction Contracts Notes and ac
counts recetvable at December 31 1985 include $19 869 000
(825 397 000 at December 31 1984) not currently collectible
from customers In accordance with applicable retainage
provisions of engineering/construction contracts Of the
December 31 1985 amount about $16 701 000 1s expected
to be collected dunng 1986 and the remainder 1s due 1n
subsequent years

Unbulled work on uncompleted contracts generally rep
resents work currently billable and such work 1s usually
billed dunng normal billing processes in the next month

2 Related Compames Undistributed earnings of uncon
sohidated subsidianes and 20 50% owned companies in
cluded 1n consohdated retained earnings at December 31
1985 1984 and 1983 were as follows

1985 1984 1983

{In thousands)
Unconsohdated subsidianies $222 054 $202 820 $191 585
20 50/ owned ccmpanies 45 150 48 498 26 620

Undistnbuted earnings of 822 850 000 were restricted as
to payment of dividends from unconsolidated subsidianes
at December 31 1985

Purchases from unconsohdated companies 50% or more
owned were approximately 841269 000 343 947 000 and
$67 578 000 during the years 1985 1984 and 1983
respectively Included in such purchases are payments of
premiums for employees group insurance a portion of
which was deducted from employees wage payments

3 Inventornies Consolidated inventornes al December 31
1985 and 1984 consisted of the following

1985 1984
{In thou and )
Sales items $173392  S18t 650
Supphies and par s 181 334 177 784
Work m process 50 227 58 962
Raw materialy 68 687 73 147
Total $473 540 S4.36 543

Substantially all saies 1tems (including related work 1n
process and raw matenals) except those owned by the
Company s foreign subsidianes are valued using the last
in first out (LIFO) method If the average cost method had
been in use {or inventonies on the LIFO basis total
inventories would have been about S69 888 000 and
$71 697 000 higher than reported at December 31 1985 and
1984 respectively

4 Property Plant and Equipment Major cla,ses of fixed
assets at December 31 1985 and 1984 were as folows

1985 __ 1984
{In thousand )
Land $ 54072 > 24522
Buildings 416 855 409 234
Machinery and equipment 3083 556 3326 025
Other 327 820 316 289
Total $3 882 303 $4 106 070

Contractual obhgations for construction and purchase of
facilities and equipment at December 31 1985 amounted to
approximately $117 000 000

5 Wrte down of Marine Assets Amounts reported for
the year 1985 include a nonrecurring marine charge of
$257 830 000 This charge was made 1n the second quarter
to recognize a significant reduction in the economic value
of offshore equipment and other manne investments Tax
benefits relating to this charge have reduced the 1985
provision for income taxes $62 822 000 Excluding this
charge operating income was S346 903 000 income before
extraordinary item was $223 744 000 and mcome per share
before extraordinary item was S2 06

6 Extraordinary Items The Company and 1its wholly
owned subsidiary Brown & Root Inc { Brown & Root )
reached final settlements 1 December 1985 relating to
litigation with four owners of the South Texas Nuclear Proj
ect (STNP) Houston Lighting and Power Company Central
Power and Light Company the City of Austin and the City
of San Antonio

The settlements were funded through the purchase of
annuity contracts for two of the owners and by cash pay
ments to the other two owners The aggregate amount
paid by Brown & Root was §578 180 000 and was deduct
1ble for tax purposes i 1985

In June 1985 the Company provided for the estimated
cost of the STNP hitigation through a special charge against
mcome of $§60/ 429 000 ($328 012 000 net of related tax
benefits of $279 417 000) representing the present value of
the contemplated settlement payments totaling
$750 000 000 without mterest over seven years and other
related expenses The tax benefits recognized were based
on the U S tax rate of 46% with the tax deductions being
taken over the seven year period As a result of the 1985
funding the realization of $40 000 000 of previously recog
nized tax benefits 1s not assured Therefore the net after
tax special charge was increased $40 000 000 to
$368 012 000 1n December 1985 These tax benefits consis
ting of foreign tax credit carryforwards resulting from the
current tax deductibility of this funding will be recognized
If and when they are reahized n future periods

The htigation 1nstituted 1in December 1981 related to a
1972 contract under which Brown & Root was from 1972 to
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1981 designmng enqineering and constructing a two unit
nuclear fueled generation plant in Matagorda County
Texas

In 1983 Brown & Root recorded charges against income
of $53 617 000 (839 023 000 or 33 cents a share net of
taxes) to provide for settlements and estimated future pay
ments relating to marine antitrust htigation mitiated
agamst Brown & Root 1n 1979

7 Long Term Debt Long term debt at December 31 1985
and 1984 consisted of the foliowing

1985 1984
{In thousands)

10 2% debentures due June 1 2005 with
annual sinking fund instaliments of

$13 300 000 commercing 1996 $133000  S133000
9 26 o debentures due Apni 1 2000 with

annual sinking fund installment of

§8 775 000 1n 1992 and $10 000 000

thereafter 88 775 88 775
16 / notes due October 1 1988 150 000 150 000
14 2567 notes due Apni 1 1985 - 100 000
13 notes with $25 0G0 000 payable

September 15 198c and S50 000 000

payable Septermnber 1o 1987 76 000 100 000
7 95% debentures due December 1 1995 with

annual sinking furd nstallments of $842 000

1 1989 and §2 500 GO0 thereafter 15 842 15 P42
Other notes with /arying interest rates 14 820 23 362

477 437 610979

Less curient maturties 28 785 130 824

Total $447 652 3480 155

The maturities of long term debt outstanding at
December 31 1985 for the five years commencing January
1 1986 are as follows 1986 $29 785 000 1987 $54 142 000
1988 %151 363 000 1989 81060 000 and 1990 §2 689 000

8 Lines of Credit The Company has arrangements with
geveral U S banks to provide short term hnes of credit to
taling $420 000 000 No borrowings were outstanding at
December 31 1985 under any of these credit facilities

9 Lease Information At December 31 1985 the Com
pany was obligated under noncancelable operating leases
expiring on vanous dates to 2040 principally for the use of
land offices and field faciities Aggregate rentals charged
to operations for such leases totaled $36 432 000 11 1985
$30 906 000 1n 1984 and $37 612 000 1n 1983 Future aggre
gate minimum rentals on noncancelable operating leases
are as follows 1986 $36 008 000 1987 $27 394 000 1988
$17 252 000 1989 $13 620000 1990 $11848 000 and
thereafter $90 676 000

10 Capital Stock Under the terms of the Companys ca
reer executive incentive stock plan 5 000 000 shares of the

24

Company s common stock were reserved for sale to officers
and key employees at a purchase price not to exceed par
value of $2 50 per share Shares sold under this plan are
restricted as to sale or disposition by the employee with
such restrictions lapsing periodically over an extended
peniad of ime At December 31 1985 previously unissued
shares of 4 317 895 (net of 620 581 shares forfeited) have
been 1ssued under the plan The fair market value of the
stock on date of 195uance n excess of sales price 1s being
amortized and charged to income (with similar credits to
paid 1n capital 1n excess of par value) generally over the
average period durning which the restrictions lapse At
December 31 1985 the unamortized excess amounted to
$39 669 000 U S ncome tax benefits not affecting net in
come which relate to outstanding restncted shares are
credited to paid 1n capital in excess of par value Common
stock reserved at December 31 1985 for future issuance
under the Company s career executive incentive stock plan
totaled 682 105 shares At December 31 1985 the Company
was authorized to purchase up to 10 000 000 common
shares pursuant to a stock repurchase program announced
November 21 1985

11 Foreign Currency Translation The Company consid
ers that current operations of 1ts foreign branches and sub
sidianes are generally an extension of domestic actvities
thus the functional currency of its foreign operations is the
U S dollar Since the functional currency of foreign opera
tions 1s the same as the reporting currency translation
adjustments and transaction gains or losses are recognized
1n consolidated mcome in the year of occurrence
Fxchange gamns (losses) recorded mn 1985 1984 and 1983
were $(19 530 000) £(1 515 000) and 8649 000 respectively

12 Retirement Plans The Company has vanous retire
ment plans which cover a significant number of its em
ployees Contributions to the major plans are based upon
current years net income with such contrnibutions being
paid annually into employee benefit trust funds Other
plans include pension plans which are being funded to
operate on an actuanially sound basis The related fund
assets and balance sheet accruals at December 31 1985
approximated the aggregate value of actuarially computed
vested benefits and past service benefits not vested Com
pany contnbutions to such plans totaled $62 440 000
$83 252 000 and $61 700 000 1n 1985 1984 and 1983
respectively

13 Research and Development Research and develop
ment expenses are charged to income as incurred Such
charges were $77 310 000 mn 1985 $75 097 000 1n 1984 and
$70 553 000 in 1983

14 Reclassifications Certain reclassifications have been
made to previously reported amounts to conform such
amounts 1o the 1985 financial statement presentation
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15 Income Taxes The provisions (benefits) for income
taxes for 1985 1984 and 1983 are summarized as follows

Cunent income taxe

Federal taxes
Foreign t1xes
State taxes

Total

Deferted income tares
Federal taxes
Forelgn and <tate taxes

otal
Total provision for income taxes

The provisions (benefits) for deferred taxes which resuit
from timing differences hetween financial and tax report
Ing are summarized as follows

Undistributed earmings of foreiqn subsidianes and a domestic international s1les corporation

Accrual {or potential hability for prior years Federt income taxes

Benefit for accrual of interest relating to prior year  Federal mncome taxes
Uncompleted enqgireenng/constiuction CONYIacts

Nonrecurning write down of marine assets

Excess of tax gver book depreciation

Other tems net

Total deferred a< provisions (benefits)

The domestic and foreign components of iIncome before
Imcome taxes ncome of unconsolidated insurance sub
sidiaries mnorty mnterest and extraordinary 1tems were as
follows

Domestic
Foreign

Total

Reconcilhiations between actual provisions for income
taxes and income taxes computed by applying the US
statutory rate to income before income taxes ncome of
unconsolidated insurance subsidianes minority interest
and extraordinary items were as follows

Provision computed at statutory rate
Increases (reductions) in taxes resulting from
Tax credits
Nonrecurring wnte down of manne assets
Accrual for potential habuity for prior years income taxes
Recoupment of taxes previously provided for domestic internationn!
sales corporation
Nontaxable interest income
Accruals {or taxes on undistuibuted earmings of foreign subsidianes
Qther 1tems net

Total

Undistnibuted earmings of consolidated foreign subsidi
arnles amounted to approximately $809 000 000 at De
cember 31 1985 Deferred income taxes using the U S stat
utory rate (net of avauable foreign tax credits) have been
provided on all such undistnbuted earnings except for ap
proximately $150 000 000 which the Company considers to

1985 1984 1583

(In thousands)

$ 17595 S 74295 $ 88125

104 072 142592 160295
6138 9 680 7028
127 805 226567 255448
(12603) 16826  (39502)
(1368) (3389) 4500
(13971) 13437 (35002

$113834 8240004 $220 446

1985 1984 1983

(In thousands)
$ (1274) S5(31554) 8(18527)

- 17 055 -
(9282) (68200 (2320)
(30543) 12504  (15096)
(50 542) — —
41322 17224 33422
36 348 5028  (32482)
$(13971) §13437 §(35002)
1985 1984 1983

(In thousands)
$ 47467 $389179 $295 441
67 266 141382 200035

$114 733 8530561 £495476

1985 1984 1983
4 of % of % of
Pretax Pretax Pretax
Amount Income Amount Income Amount Income
(Dollars 1n thousands)
$ 52777 46 0% $244058 460% 8227919 460x
(156805) (138) (125/7) (24) (11137) (22)
55 780 48 6 — — - —
- -_— 17 055 32 — —
—_— —_ (23228) (44) —
(7 745) (67) 9oty a7 — -
28 016 244 17 637 33 47200 (10
811 7 6 070 12 8384 17
$113 834 99 24 $240 004 _4_5_2% $220446 445

be permanently invested 1n foreign countrles

Refundable income taxes of $234 004 000 reflected n the
balance sheet are attributable to the final settlement of
the South Texas Nuclear Project litigation (See Note 6 on
page 23)
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16 Quarterly Financial Information (Unaudited) Sum
manzed quarterly financial information for 19856 and 1984 1s
as follows

1885

Net revenues

Operating income (loss)

Income (loss) before extraordinary item

Net income (loss)

Income (loss) per share hefore extraorainary item
Net income (loss) per share

Cash dividends paid per share

1984

Net revenues

Operating income

Net income

Net imncome per share

Cash dividends paid per hare

Second Third Fourth
{In thousands except per share data)

Fust

$1173737 $1216513 $1188055 $1200390

88 684 (183 703) 82 767 101 325
56 360 (146 761) 62 373 56 764
56 360 (474 773) 62 373 16 764
52 (1 35) 57 53

52 (437) 57 16

45 45 45 45
$1285629 $1364614 51405358 81386118
110 949 139 836 143 941 103 164
75 698 92789 94 612 66 496
64 78 83 62

45 45 45 45

Excluding the nonrecummng marine charge (see Note 6 on page 23) operating mcome in the second quarter was $/4 127 000 income before
extraordimary 1tem was $48 247 000 and income per share before extraordinary item was S 44

17 Insurance Subsidianes

COMBINED FINANCIAL POSITION 1985 1984
(In thousands)
Assets
Investments 1n fixed maturity secunties at cost {market value 8483 492 000 and $488 140 000 respectively) $§ 494033 8564 441
Investments 1 equity secunities at market value (co t $15 465 000 and $17 735 000 respectively) 18 676 19621
Cash and short term investments 225720 63 494
Mortgaqe loans on 1eal estate 67 800 60 500
Policy loans 66 887 70 093
Other 145 370 131 757
Total assets $1018486  $909 906
Liabilities and Equity
Reserves for losses and luss adjustment expenses $ 541163 8471937
Unearned premiums 50 389 42 821
Funds held under reinsurance contracts 42 312 59 584
QOther 104 223 84 245
Halliburton Compan cquity adjusted for net unrealized gans of $2 085 000 in
1985 and $1 387 000 in 1984 on investments In equity secunties 280 399 271 319
Total habilities and equity 81018 486 $909 906
COMBINED OPERATING RESULTS 1985 1984 1983
{In thousands)
Net eamned prermums and agency income $294 684 § 210227 8188314
Underwnting expenses 334 772 233 662 201 780
Underwniting loss (40 088) (23 435) (13 466)
Investment income net of investment expenses and including realized gains 68 814 64 234 58 692
Income before income taxes 28 726 40 799 45 126
Benefit (provision) for income taxes 7 358 1240 (722)
Net income 36 084 42 039 44 404
Parent company benefit (provision) for deferred income taxes on undistributed foreign  ubsidiary earnings 96 (426) (396)
Parent company amortization of goodwill (28) (28) (121)
Net income as reported in consolidation $ 36152 S 41585 8 43887

The 1nsurance subsidiaries constst of Highlands
Insurance Company and 1ts subsidiary companies and
Highlands Overseas Limited Highlands Lloyds Highlands
Limited Underwnters Special Risks Inc and its subsidiary
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companies and Southern California Bonding Service Inc
and Life Insurance Company of the Southwest and 1its
subsidiary company
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18 Effects of Changing Prices (Unaudited)

SUPPLEMENTARY FINANCIAL DATA
December 31 9o

Net revenues

[epreciation

{Jther costs of cpe ations
Proviston for 1ncome taxe”
[nterest eypense

(ther income ret

Income (los ) befo » extraordinary 1tem

ncome (loss) ps snare before
pitraordinary 1 em

Effective tax rate

Purchasing powe gatn (loss) on net monetary items

As Reported
in the
Histoncal
Cost
Financial
Statements

Adyusted
for Changes
in Specific
Prices
{Current
Costs)

{Dollars 1n thousands except
per share data)

Increase (decrea - in specific prices of inventones and property ¢ ant and equipment

net of incredse © general prce level

Inventones

Net property plar and equipment

SUPPLEMENTARY COMPARISON OF SELECTED
FINANCIAL DA™~ n average 1985 dollars

Net revenues

Income (loss) betc e extraordinary items

Income (loss) pet  Fale before extrgordinaty items
Net assets

$4 778 695 $4 778 695

342 758 453 962

4 346 854 4 416 489

113 834 113 834

105 876 105 876

(159 373) (159 373)

4 749 959 4 930 788

8 28736 $ (152 093)

$ 27 $ (1 40)
89 2¢ (172 2)%

$ (18 002)

$ (206 284)

§ 473540 $ 535810

1571780 2000 079

1985 1984 1983 1982 1981

{Dollars 1n milhons except per share data)
$4779 S5640 S5963 SB8088 $10064

Increase fdecrease .n specific prices of inventonies and propert, p'ant and equipment

net of increase n general price iovel
Purchasing pov 1 Jain (10ss) on ret monetary items
Cash dividends ta d per share
Market price per mmuon share at year end
Average consume pnce index

The preceding supplementary {inancial data has been
prepared and p esented to reflect adjustment for changes
In specific prices {current cost) This data 1s mtended to
help explain the 1mpact of inflation on the Company s busi
ness However the Company believes that such data
should be used with care because nflation accountng 1s
still 1n an expenmental stage and the data as reported
neither completely nor accurately portrays inflation s eftect

The effects of changing prices were measured only on
Inventories property plant and equipment cost of prod

(152) 126 133 319 525
(1400 110 113 270 445
3295 4233 4593 4756 4898
(208) 69 (450 (227) 367
(18) (22) (13 8 13
180 18 178 178 153
2706 7923 428 3898 59 66
3222 3111 2984 2891 2724

ucts sold and services rendered and depreciation expense
No adjustments were made to other balance sheet and
Imcome statement items

The supplementary current cost data has been adjusted
for the changes 1n specific pnces Current cost of inventory
tems that are purchased has been estimated pnimanly by
using current prices Current costs of manufactured inven
tory items and ol field service equipment have been estl
mated by using current prices of purchased materials and
current direct labor and manufacturing burden rates Cur
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rent manufactunng burden rates were restated to give
effect to depreciation on a current cost basis The esti
mated current cost of bulldings including manufactuning
manne fabnicating engineenng and adrministrative facilt
nes has been developed generally by using an estimated
current construction cost per square foot where each major
facihity 15 situated Current costs for manufacturing con
struction automotive and other equipment have been estl
mated by using carrent prices for major items and by ap
plying wholesale und other price indexes to historical cost
of other items Operating costs and expenses have been

19 Business Segment Information
SEGMENT OPRRATIO §

O1l field services and  oducts
Industnal engineenr~ ~onstruction services
Manne engineenng  rsfruction services

Consohdated total

Qi field services ang ~ ~ducts

Industnal enginecti ¢ onstruchion services
Marine engineering ¢ 1IUCnon Services
General corporate

Consolidted tota

Ol field services ana ¢ ducts
Industnal engineerntr ¢ nstiuction services
Manne ¢ngincenng ¢ “Iruclon Services

Consolidated total

GEOCRAPHIC OPER~" ONS

United States
Europe
Other foreign areas

Consoliddated total

United States
Europe

Other foreign areas
General corporate

Consohdated total

restated using average current cost levels throughout the
year for the effects of inventones and of plant and equip
ment being estimated on a current cost basis

The caption purchasing power gain {loss) on net mone
tary items shows the net effect of inflationary value
changes on those Company assets and habilities carried on
the balance sheet at fixed or determinable monetary settle
ment amounts As the general purchasing power of the
dollar declines dunng nflationary periods holders of net
monetary assets sustdain a loss while holders of net mone
tary habilities experience a benefit

Net Revenues Operating Income

1985 1984 1983 1985 1984 1983
{In thousands}
$29026074 S317633% 82867567 8335335 $478 558 S$402 001
1311357 1574/92 1824806 26 712 8299 42 205
542 264 695 088 829805 (272974) 11033 56 800
$4 778 695 S5445719 $55221/8 $ 89073 $497 890 $501 006
Identiiable Assets
1985 1984 1983
{In thousands)
$2 633444 S2640031 32808934
379 849 395 069 389 821
549 805 888951 1065460
1198865 1428251 1569518
$4 661 963 SH352302 S$5833 /94
Capital Expenditures Depreciation
1985 1984 1983 1985 1984 1983
(In thousands)
$ 198672 S 133962 S 125984 $271078 $279342 S$283 957
20328 20775 15 075 21 112 23 802 24 247
20 062 102 /61 101 746 50 578 65 461 67 654
§ 230062 S 267448 S 2472805 $342 768 8368605 S$375 858
Net Revenues Oporating Income
1985 1984 1983 1985 1984 1983
{In thousands)
$3378829 S3857799 83845992 $ 30386 $343501 $288 783
472 092 549 277 523889 (59 646) 80 837 92 446
927774 1038643 1152297 118333 73562 119777
$4 778 695 $5445719 $55221/8 $ 89073 $497890 $501 006
Idenufiable Assets
1985 1984 1983
(In thousands)
$2 307502 82385344 $2518238
322 322 517 6568 512 795
833274 1021149 1233742
1198865 14282561 1569519
$4 661 963 S5352302 $hH 833 /94
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See ompany Profile on nside front cover for a descrip
tion of business segments

Nonrecurnng write down of marnne assets reduced oper
dting mcome from marine engineering/construction ac
tvities $257 830 000 1n 1985 (See Note 6 on page 23 )

The Company . vquity 1n imncome of jont venture opera
tions 1s mncluded n net revenues and operating income of
each applicable segment

General corporate expenses of $14 976 000 for 1985
$16 090 000 for 1984 and $12 768 000 for 1983 were allocated
to business seqgments General corporate assets (including

$£304 421 000 located outside the United States at De
cember 31 1985) are pnincipally cash refundable Federal
income taxes and equity n and advances to unconsol
dated compames

Segment information relating to sales or transfers be
tween business segments intercompany sales ar transfers
between geographi¢ areas equity in net income and in net
assets of unconsohdated companies whose operations are
vertically integrated export sales to unafhliated com
pamies and information about major customers are not
reflected herein because such items are immaterial

Auditors’ Report

To the Shareholders and Board of Directors
Halliburton Company

We have exumrired the consolidated balance sheert of
Halliburton Company {1 Delaware corporation) and
suhsidiary comrpanies as of Decomber 31 1985 and 1984
and the related s atements of consohdated income
consoldated retauned earmings consolidated changes in
financial puottio™ and changes n capital stock and  aid
n capital for ~acr of the three vears in the peried ended
December 31 925 Our e£aminations were made 1n
accordance vitt generally accepted auditing standar-s
and accordinal  ncluded such tests of the accounting
records 4nd suct other auditing procedures as we
considered ner ess Ty 1 the circumstances

In our auditers report dlate d Fabruary 4 1985 our
opmion on the 994 and 1983 cansolidated financial
cfatements wds supject to the «ject of such adjustments
It any as michr | e heen required had the outcome ot
the South Tera  fuclear Project htigation been hnev n
As explained '~ * ate 6 1n Decct ber 1985 the Comy any
settled the Soatt Texas Nucleal Project hiigation
Accordiigly our Lresent opiniet on the 1984 and 1643
consolidited financial statements as presented herein
1S unqudiified

In our opmior the consolidated financial stateme nrs
referred to above present tairly the financial poeition
Halliburton Comrany and subsud iry cotnpanies as ot
December 31 1285 ind 1984 ard the results of thoir
operations and the changes in their financial position for
each of the three ,ears in the peniod ended December 31
198% 1n conformity with generaly accepted accounting
principles applied on a consistent basis

ARTHUR ANDFRSEN & CO

Dallas Texas
February 5 1986
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Ten Year Financial Summary

1985 1984 1984
Operating Results
Net revenues
Ol field services $1612584 ¥ 1815983 $1576 171
01l field products 1312 490 1 360 356 1291 396
Total ol field services and products 2925074 3176 339 2 867 5687
Industnal engineering/construction Services 1311 357 1574 292 1824 806
Marine engineerning/construction services 542 264 695 088 829 805
Total Net Revenues 4 778 695 5445719 5522 178
QOperating income
O1l field services and products 336 335 478 558 402 001
Industnal engineenng/construction services 26712 8 299 42 205
Marine engineenng/construction Services (15 144) 11 033 56 800
Total Operating Income 346 903 * 497 890 501 006
Nonoperating income (expenss) net 25 660 32671 {5 530)
Provision for income taxes (176 656)* (240 004) (220 446)
Net income of unconsolidated insurance subsidiarles 36 152 41 585 43 887
Minority interest in net income of consohidated subsidianes (8 315) (2 547) (4 079)
Income Before Nonrecurring Marine Charge
and Extraordinary Items 223 744 329 595 314 838
Nonrecurmng marnne charge net of iIncome taxes (195 008) — —
Income Before Extraordinary Items 28 736 329 595 314 838
Extraordinary items net of income taxes (368 012) — (39 023)
Net Income (Loss) (339 276) 329 595 275 815
Percent of net income {loss) to revenues (71)% 61% 5 0%
Income per share before nonrecurrning marine charge
and extraordinary items adjusted for stock sphts 206 287 266
Income per share before extracrdinary items adjusted for
stock sphits 27 2 87 266
Net income (loss) per share adjusted for stock sphits (312) 287 233
Cash dividends per share adjusted for stock sphts 180 180 1656
Percent of net mcome (loss) to average equity of shareholders (10 9)% 9 3% 7 8%
Fimancial Position
Current assets $2 403 282 $ 2831035 $ 3140 389
Current habilities 1144 794 1256 223 1283 483
Working Capital 1 258 488 1574 812 1 856 906
Property plant and equipment net 1671780 1 860 669 2087 488
Other assets less other habilities 475 238 428 865 357 377
Net Assets 3 305 506 3 864 346 4301 771
Long term debt 447 652 480 155 730 244
Shareholders Equity 2 857 854 3384 191 3671527
Book value per share adjusted for stock splits 26 30 3118 3018
Average common shares outstanding adjusted for stock splits 108 647 114 855 118 250
Other Financial Data
Long term borrowings net of reductions $ (32503) $ (250 089) $§ (15041)
Issuance (purchase) of common stock net (317) {319 155) 268
Acquisitions of property plant and equipment 239 062 262 448 242 805
Net property plant and equipment of businesses acquired 43 590 8 553 —
Depreciation and net hook value of fixed assets retired 384 027 396 214 419 783
Payroll and employee benefits 2175 547 2316018 2 381 227
Number of employees 64 955 67 540 73 165

*Excludes nonrecurnng manne charge (see Note 5 to the financial statements on page 23)

mn
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1982 1981 1980 1979 1978 1977 1976
(In thousands except per share data and number of employees)

S 2075085 % 2115320 $ 15898/ 31101710 § 888987 8 720337 $ 565613
1770 991 1954 729 1485 596 1072 933 852 324 682 491 548 248
3 B46 076 4 070 049 30/5467 2174 643 1741311 1402 828 1113 861
2274042 2 892 530 2 701265 2900481 2472 112 1958 637 1 859 346
1137 173 1 545 554 1313275 1101 500 1037 370 1049 660 1014 852

7 257 291 8608 133 7 090 007 6 176 624 5 250 793 4411125 3988 059
786 544 997 099 710 239 428 360 385 888 329 251 262 944
35357 60 316 48 167 76 283 112772 71180 72 069
34 576 123 415 95 434 90919 160 781 217517 210 636
856 477 1180 830 853 840 595 572 659 441 617 948 545 649
(53 338) (69 215) (31 651) 16 651 25 845 11 061 (7 728)
(325 333) (465 548) (347 624) (256 543) (306 295) {287 366) (244 405)
39 28/ 33 506 26 285 22 359 19 171 15178 12 281
(5 445) {5 305) (652) {640) (1124) (1715) (317)
511 648 674 268 500 298 377 399 397 038 355 106 305 480
511 648 674 268 500 298 377 399 397 038 355 106 305 480
(14 803) — — - —_ — —

496 845 674 268 500 298 377 399 397 038 355 106 305 480
6 8% 79, 71% 6 1% 7 6% B 1% 7 7%
434 572 425 321 338 303 261
434 572 425 321 338 303 261
421 572 425 321 338 303 261
160 130 105 92 75 55 40

14 9% 234 20 6% 17 9% 22 0% 23 6% 24 9%

§ 2828119 $ 2890 /13 $ 2490409 $ 2067 3724 $ 1804447 $ 1791905 $ 1423883

1124 295 1491 580 1350 001 1163 118 864 070 842 140 706 149

1703 824 1399 133 1140 408 904 206 940 377 949 765 717 734
2 264 466 2 181 941 1821897 1564 270 1322 975 1027 564 948 945
259 080 327 621 256 611 72 818 (2 277) {17 199) 10 860

4 227 370 3908 695 3218816 2 541 294 2261075 1960 134 1677 539
745 285 /41578 583 723 290 512 285 247 298 851 311926
3482085 3167 117 2 635093 2 260 782 1975 828 1661 283 1365613
29 49 76 85 2239 19 14 16 82 14 16 1166

118 068 117 839 117 698 117 615 117 186 117 269 117 143

$ 3707 $§ 157857 $§ 203211 $ 5265 $ (13604) g (13079 § (6252

88 77 {245) {495) (330) (74) {996)
488 305 697 063 545 584 490 171 393 847 273 382 314 943
- 156 1974 958 118 862 6 285 —
405 780 336 722 289 931 249 834 217 298 201 048 177 088
2830077 3146 813 2 837 440 2 597 107 2 090 647 1734 467 1509 144
83 748 109 268 114 968 112 146 110 389 87 853 83 891
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" Management

Board of Directors

Anne L. Armstrong (1977)
Chatrman of the Presid rts Foreign Inteligence
Advisory Board adwiscr to educational
mstitutions director of several curpora 101 s
former Ambassador 12 Gr at Bntamn
Armstiong  Texas

T Lows Austin Jr. {1983}
President and Chief Executive Officer
of Brown & Root Inc
Houston Texas

Alex E Barron (1974)
Vice Chasman of Canadian Ceneral Insestments
Limited director of eJeral corporauons
Toronto Canada

Edwin L Cox (1979)
O1 and Gas Producer
Dallas Texas

Thomas H Cruikshank (1977)
President and Chief Execunve Officer
of Halliburton Company

Dallag Texas

James W Glanwille (1977)
General Partner of Lazard Frares & Co
New York New York

Guy T McBrnide Jr. (1972}
President Ementus Co'orado School of Mines
Golden Colorado

The Rt Hon Lord Polwarth (1974)
Drector of Bank of Sca 1 nd diector
of several corporations

Edinburgh Scotland

B G Taylor {1981)
Executive Vice Presiden — Oil Field Services
of Halliburton Compary Chauman and Chiet
Execunive Officer of Halhiburton Services Di 1s10n
Dallas Texas

E L Wilhamson (1981)
Chairman and Chief Execuuve Officer of
The Lowmsiana Land ara Exploration Comp ny
New Orleans Louisa a

Member of Compensation
and Audit Committees

Date indicates year of slection 1o the board of
directors

2

Executive Committee

T Louis Austin Jr
President and Chief Executive Officer
of Brown & Root Inc
Houston Texas

Thomas H Cruikshank
President and Chuef Executive Officer
of Halliburton Company
Dallas Tbxas

J A Dunlop
President of Halliburton Services Division
Duncan QOklahoma

Jack W Miller
Semor Vice President — Finance
of Hatitburton Company
Dallas Texas

B G Taylor
Executive Vice President ~ Q1l Field Services
of Halliburton Company
Dallag Texas

Purvis J Thrash
President of Otis Engineenng Corporation
Dallas Texas

Corporate Officers

Halliburton Company
Dallas Texas

Thomas H Cruikshank President and Chief
Fxecutve Officer

B G Taylor kxecutive Vice President - Oy
Field Services

Jack W Miller S nior Vice Presidont  Finance

Lester I, Coleman Vice President — Corporate
Davelopment

Stephen T DeLaMater Vice President —
Government Relations

James G Nuland Vice President
Relations

Robert M Kennedy Secretary

Kenneth V Jenkins Controller

C Robert Fielder Troasurer

Investor

Principal Operating Officers

Halliburton Services Division
Duncan Oklahoma

B G Taylor Chaimman and Chief Executive
Officer

J A Dunlop President

J G Cook Vice President — Domestc
Operations

Ken R LeSuer Vice President — Internauional
Cperatuons

Otis Engineenng Corporation
Dallas Texas

Purvis J Thrash Presrdent
Don Y Fisher, Execuuve Vice President

IMCO Services Division
Houston Texas

George L Jackson President

Welex Division
Houston Texas

Dale P Jones Prewident
Halliburton Resource Management
Division
Dallas Texas

R N Killman President

Vann Systems Division
Houston Texas

A A Baker President

Brown & Root Inc
Houston Texas

T Lows Austin Jr President and
Chief Executive Officer

W Bernard Pieper Senior Executive
Vice President

Brown & Root US A Inc
Houston Texas

Jack T Gossett President

Brown & Root International Inc
Houston Texas

B E Stallworth President

NUS Corporation
QGaithersburg Maryland

Charles F Jones President

Highlands Insurance Company
Houston Texas

Harold G Duble President
Life Insurance Company
of the Southwest
Dallas Texas

Richard R Lee President
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Corporate Information

01 Field Services and
Products

Halliburton Services Division

pfrw U4

o 1o hhema’7d o6

ous Engmeenng Corporation
pry by k2

iH X1 /0381 90 ¢

IMCO Services Dwvision
HO #4700
H 1t n #xas 77272

Welex Division
FO Bus 42800
Hru ton Tegas 77242

Halhburton Resource Management
Division

PO Box 1411

Dilla Texa. /5221

Vann Systems Division
PO Brx 444)
Haou ton Texds 77210

Halliburton Intemational Inc
F) Rox 721110
Houston Tuxas 77277

Jat Research Center Inc
PO Bux 246
Arhington Texas /6010

FreightMaster Division
PO Box 40 55
Fort Worth Texas 76140

Engmeenng and
Construction Services

Brown & Root Inc
PO Box 3
Houston Texas 77001

Brown & Root US A Inc
BO Boux 3
Houston Texas 77001

Brown & Root International Inc
PO Box 3
Houston Texas 77001

Taylor International Inc
4100 Clir ton Dnive
Hou ton [fexas /7020

Mid Valley Inc
PO Box 2634
Houston Texas 77001

Brown & Root Development Inc
PO Kox 1051
Houston Texas 77251

NUS Corporation
910 Clopper Road
Canthershurg Maryland 20878

Insurance Services

Highlands Insurance Company
600 Jefferson Street
Houston Texa. 77002

Life Insurance Company
of the Southwest

PO Box 47421

Dallas Texas 75247

Shareholder Information

Corporate Office

3600 Lincoln Plaza
500 North Akard St
Dallas Texas 75201
(214) 978 2600

Shares Listed

New York Stock Exchange
Symbol HAL

The Stock Exchange London

Swiss Stock Exchanges at Zurich
Geneva Basel and Lausanne

The Toronto Stock Exchange

Transfer Agents and Registrars

Principal Agent
RepublicBank Dallas N A
Pacific at Ervay

Dallas Texas 75201

Morgan Guaranty Trust Company
of New York

30 West Broadway

New York New York 10015

Central Trust Company

1 Furst Canadian Place

PO Box 38

Toronto Ontario M5X 1G4

Form 10 K Report

Shareholders can obtain a copy
of the Company s annual report
to the Secunties and Exchange
Commussion Form 10 K by
WIiting to

Vice President Investor Relations
Halliburton Company

3600 Lincoln Plaza

500 North Akard St

Dallas Texas 75201
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